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Events Round-Up

CH: 1-yr lending rate (%), Jan: 2.5 vs. 2.4 exp.
GE: GDP (q/q%), Q4: -0.3 vs. -0.3 exp.
EA: Industrial production (m/m%), Nov: -0.3 vs. -0.3 exp.

Good Morning

US markets are closed for a public holiday, seeing light
trading conditions. S&P500 futures are down slightly and
US Treasury futures are consistent with a 3bps lift in the
10-year rate from last week’s close to 3.97%. In currency
markets, the USD is broadly stronger and JPY, AUD and the
NZD have all underperformed, seeing the NZD trade sub
0.62 overnight.

Yesterday, in early Asia trading there was no notable
market reaction to the weekend news of Taiwan’s
Presidential election outcome, which saw the incumbent
Democratic Progressive Party winning a third term but
losing its majority in the legislature. The win by pro-
Independence candidate Lai Ching-te was well flagged by
the polls and ensures that ongoing tensions between China
and Taiwan will continue.

The PBoC maintained the 1yr lending rate at 2.5%, against
widespread expectations for a 10bps cut, likely related to
concerns that a further cut would have an undesired
negative impact on the yuan. Throughout the holiday
season, the central bank has been fixing the CNY reference
rate on the strong side of expectations, lifting the premium
to market estimates a little in 2024 to date. There is also
the case that lower rates won’t necessarily stimulate credit
demand and quantitative measures are likely to have a
better impact on supporting the economy. After the
announcement, the yuan strengthened, taking USD/CNH
down to 7.1750, before weakening back to 7.19 and it
currently sits with a 7.18 handle.

Euro area economic data continue to underwhelm. The
preliminary estimate of Germany GDP showed a 0.3%
contraction in Q4 although Q3 was revised up a tick to 0%,
thus avoiding two negative quarters in a row. That said,
over the full year the economy contracted 0.3%, consistent
with economic recession conditions. Industrial production
in the euro area fell by 0.3% m/m in November, its third
successive monthly fall, taking the annual drop to 6.8%.
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Despite the very weak economic backdrop in the euro
area, ECB hawks Holzmann and Nagel ran the line that it
was premature to discuss monetary policy easing.
Holzmann admitted that the euro area economy was
running weaker than expected but noted geopolitical
conflicts risk disrupting supply chains and energy markets,
keeping pressure on inflation. He said “we should not bank
on the rate cut at all for 2024”.

The hawkish soundbites follow ECB Chief Economist Lane’s
weekend comments that also played to a delayed policy
response to recessionary conditions because of too-high
inflation, viz “a false dawn, too rapid a recalibration, can
be self-defeating”. He noted previous high inflation
episodes where premature easing has triggered another
inflation wave. Markets disagree and price in around
150bps of cuts this year, with the first rate cut fully priced
for April, but the hawkish commentary has worked to push
up European rates since last week’s close, with Germany’s
2-year rate up 6bps and 10-year rate up 5bps, but this
move having no positive impact on the euro.

Against a backdrop of a broadly stronger USD, EUR has
been flat around 1.0950. JPY, the NZD and AUD have been
the worst performers. Higher global rates have helped
push up USD/JPY by 0.6% to 145.70. Fading expectations
that the BoJ will hike anytime soon pushed Japan’s 2-year
rate back into negative territory yesterday for the first time
in six months. The NZD continues to retreat following the
exaggerated strength seen late last year and has traded
below 0.6185 overnight and currently sits around 0.62. The
AUD hadn’t fared much better, down at 0.6660 and with
NZD/AUD slipping a little to 0.9310. The NZD’s
underperformance sees it weaker on most crosses but flat
against JPY at 90.4.

NZ rates were lower across the board yesterday, with the
2-year swap rate down 6bps to 4.68% and the 10-year rate
down 2bps to 4.34%. NZGB yields were down 2-4bps
across the curve, with a modest steepening bias. Against a
backdrop of upward pressure on global rates, the
Australian 10-year bond future is up 3bps in yield terms
since the NZ close and this will set the tone for early
trading in NZ.

In the day ahead, the NZ quarterly survey of business
opinion will be released for Q4, likely to show a sharp lift in
business confidence, as per the ANZ business outlook
survey, with confidence lifted by the election of a more
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business-friendly government. Our interest is more in the
capacity and inflation indicators. After the sharp easing in
the difficulty finding labour indicator, it will be interesting

Coming Up

Period Cons. Prev. NZT

to see whether pressures have eased further. NZ  Qirly survey of business opinion Q4 10:00
. AU Westpac consumer confidence Jan 82.1 12:30]
On the global calendar, key releases are Canadian CPI data i
. . . UK  Wkly earnings exbonus (3m/y%) Nov 6.6 7.3 18:00
and UK labour market data, including wages. But there will ,
L . . GE ZEW survey expectations Jan  11.7 12.8 23:00|
be significant interest in what Fed Governor Waller, one of - :
US Empire manufacturing Jan -5.0 -14.5 02:30]
the more respected FOMC members, says on monetary
. . CA CPI (yly%) Dec 34 31 02:30
policy overnight.
CA CPICore (avg trim/median y/y%) Dec 34 35 02:30
. K b US Fed's Waller speaks on monetary policy 05:00
jason.k.wong@bnz.co.nz Source: Bloomberg, BNZ
Currencies Equities Commodities
Indicative overnight ranges (*) Other FX Major Indices Price (Near futures, except CRB)
Last % Day Low High Last % Day Last % Day % Year Last Net Day
NZD 0.6202 0.6  0.6183 0.6228 CHF  0.8558 +0.4 S&P 500 4,784  +0.1  19.6 Oil (Brent) 78.01 0.4
AUD 0.6659 0.4  0.6650 0.6688 SEK  10.327 +0.5 Dow 37,593 0.3 9.6 Oil (WTI) 72.30 0.6
EUR 1.0948 -0.0  1.0934 1.0967 NOK  10.363 +0.8 Nasdaq 14,973  +0.0  35.1 Gold 2060.1 +0.4
GBP 12727 0.2 12713 1.2760 HKD 7.822  +0.0 Stoxx 50 4,455 -0.6 7.3 HRC steel 1076.0 +0.1
JPY 14576  +0.6 14520 145.94 CNY 7172 +0.1 FTSE 7,595 0.4 3.2 CRB 264.4 +0.1
CAD 1.3440 +0.2 SGD 1334 +0.2 DAX 16,622 05  10.2 Wheat Chic.  610.0 1.1
NZD/AUD  0.9314  -0.2 IDR 15,555 +0.0 CAC 40 7,412 0.7 55 Sugar 21.61 0.7
NZD/EUR 0.5665  -0.6 THB 3500 +0.2 Nikkei 35902 +0.9  39.0 Cotton 81.31 0.1
NZD/GBP  0.4873  -0.4 KRW 1,320 +0.5 Shanghai 2,886  +0.1  -10.6 Coffee 180.0 2.2
NZD/JPY ~ 90.40  +0.0 TWD 3124 +0.4 ASX 200 7,496 0.0 1.5 WM powder 3320 +0.6
NZD/CAD  0.8335 -0.4 PHP 55.78 -0.3 NZX 50 11,773 -0.7 -0.3 Australian Futures
NZ TWI 72.01 -0.4 VIX Index 13.25 +4.3 -27.8 3 year bond 96.37 0.02
Interest Rates 10 year bond  95.89 -0.02
Rates Swap Yields Benchmark 10 Yr Bonds NZ Government Bonds NZ BKBM and Swap Yields
Cash 3Mth 2Yr 10 Yr Last Net Day Last Chg Last Chg
USD 550  5.58 3.98 3.55 USD 394 0.00 15-May-26 446  -0.04 BKBM 1-mth  5.58 0.00
AUD 435 435 3.97 4.38 AUD 408  0.01 15-Apr-27 433 -0.04 BKBM 3-mth  5.64 0.00
NzD 550  5.64 4.68 4.34 NzD 451  -0.03 15-May-28 426 -0.04 1 year 5.28 -0.03
EUR 400  3.93 2.92 2.62 GER 223 0.05 20-Apr-29 425  -0.04 2 year 4.68 -0.06
GBP 525 532 4.12 3.54 GBP 3.80 0.00 15-May-31 441 -0.03 3 year 4.40 -0.05
IPY 001 -0.03 015 0.75 PY 0.57  -0.04 15-May-32 4.46  -0.03 5 year 4.22 -0.04
CAD 500 542 4.19 3.54 CAD 323  0.01 14-Apr-33 451  -0.03 7 year 4.24 -0.03
NZ Inflation-Indexed Bonds 15-May-34 4.58 -0.03 10 year 4.34 -0.02
* These are indicative ranges from 5pm NZT; Sep-30 2.30 -0.01 15-May-41 4.86 -0.03 15 year 4.48 -0.02
please confirm rates with your BNZ dealer Sep-35 2.56 0.01 15-May-51 4.85 -0.02
Rates are as of: NZT  06:53 Sep-40 2.79 0.01
Source: Bloomberg
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NzD exchange rates
16/01/2024 6:54 am Prev. NY close 0.63 - NZD/USD - Last 7 days
uUSD 0.6202 0.6241
GBP 0.4873 0.4894
AUD 0.9314 0.9334
EUR 0.5665 0.5699 0.62 1
JPY 90.40 90.42
CAD 0.8335 0.8369
CHF 0.5308 0.5319
DKK 4.2249 4.2499 0.61 — T
FJD 1.3819 1.3959 09-Jan 10Jan 11-Jan 12-Jan 13-Jan  16-Jan
HKD 48513 4.8810
YR Ll 2Ll 0.94 - NZD/AUD - Last 7 days
NOK 6.4274 6.4171 '
PKR 174.35 175.45
PHP 34.60 34.91
PGK 2.3159 2.3192 M
SEK 6.4045 6.4162 0.93 1
SGD 0.8271 0.8309
CNY 4.4478 44732
THB 21.68 21.88
TOP 1.4386 1.4443 0.92 —
VUV 7413 7452 09-Jan  10-Jan 11-Jan 12-Jan 13-Jan 16-Jan
WST 1.6722 1.6816
XPF 67.58 68.00 NZD/USD - Last 12 months
ZAR 11.5809 11.6418 0.66 1

0.64 -

0.62 -
NZD/USD Forward Points 0.60 1

BNZ buys NZD BNZ sells NZD 0.58 -
1 Month 0.20 0.74 056 -
3 Months 0.40 0.90
6 Months -3.63 -2.43 0.54 - - : - -
9 Months 1215 866 Jan-23 Mar-23 May-23 Jul-23  Sep-23 Nov-23
1 Year -20.96 -17.95
NZD/AUD - Last 12 months
NZD/AUD Forward points 0-96
BNZ buys NZD BNZ Sells NZD 004

1 Month -9.94 -8.88 '
3 Months -25.21 -24.04
6 Months  -46.85 -43.66 0.92 1
9 Months -64.38 -56.65
1 Year -77.43 -68.77 0.90 1

0.88

Jan-23 Mar-23 May-23 Jul-23  Sep-23 Nov-23
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